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A close look at the data on poverty levels and trends in Pakistan for the last five decades leads to two broad conclusions: first, poverty reduction has not been sustained; rather, it has fluctuated remarkably. Second, a large proportion of the population is found around the poverty line, and any micro/macro shock (positive or negative) is likely to have pushed them into poverty or pulled them out of it. Pakistan's poverty reduction strategies do not, however, generally address this dynamism of poverty. This is because the existing poverty literature on Pakistan is prolific in terms of descriptive studies based on cross-sectional household surveys, such as the Household Integrated Economic Survey (HIES), while studies on poverty dynamics, which need longitudinal datasets, are scant.
The few available studies on poverty dynamics in Pakistan are generally based on two rounds of a panel household survey.
22 Their contribution to knowledge is substantial, but data on more rounds (waves) uncovers the dynamics more effectively. For example, the incidence of chronic poverty has generally been higher in two-round surveys than in surveys that comprised more than two rounds, suggesting that there could be only a small proportion of the population that remained poor for an extended period. Effective and accurate policies based on a philosophy of inclusiveness, can thus at least alleviate chronic poverty from the country, which would be a tremendous socioeconomic achievement for a developing country such as Pakistan.
The major objective of this study is to analyse the dynamics of rural poverty in Pakistan, using the three waves of a panel household survey carried out by the Pakistan Institute of Development Economics (PIDE) in 2001, 2004, and 2010 . This analysis of poverty dynamics is important from a micro-and macro-perspective. From a micro-perspective, demographic dynamics and changes in household assets can have an impact on poverty movements. Similarly, the macroeconomic situation, which fluctuated greatly between 2001and 2010-with moderate growth during the first six years of the decade and sluggish growth with double-digit inflation, particularly food inflation since 2007-is likely to have affected household wellbeing. The two major natural disasters that occurred during 2005-10 (the earthquake and floods), may also have had a lasting impact on the living standard of the population.
The rest of the paper is organised as follows. Section 2 presents a brief review of the literature on poverty dynamics, followed by a discussion on data sources, an analytical framework, and sample characteristics in Section 3. Crosssectional poverty estimates are discussed in Section 4, and the dynamics of rural poverty and its determinants are examined in Sections 5and 6, respectively. Section 7 concludes the paper.
A BRIEF LITERATURE REVIEW
The findings of studies on poverty dynamics in different parts of the world over the last four decades are summarised in Appendix Table 1 . The 'never-poor' category in the last column of the table shows the percentage of households (or population) that did not experience any episode of poverty during the different waves of the survey concerned. In contrast, the 'alwayspoor' category represents chronic poverty-the proportion of households (or population) that remained poor in all rounds of the survey concerned. Although based on the table alone, it is not possible to identify a direct association between the number of waves and the proportion of households in the 'never-poor' category or 'always-poor' category, the data does show that, as the number of waves increases, the proportion of the chronic poor and 'never-poor' generally declines with a corresponding increase in the transitory poor.
The literature identifies several factors associated with poverty dynamics. Changing household socio-demographic and economic characteristics are considered key drivers of chronic and transient poverty. Among demographic characteristics, larger household size and/or dependency ratios are associated with chronic poverty since they place an extra burden on a household's assets and resource base [Jayaraman and Findeis (2005) ; Ssewanyana (2009)]. Changes in household size and age structures (young, adult, and elderly) are also linked with movements into and out of poverty because of their distinct economic consequences [Bloom, et al. (2002) ]. Additional children not only raise the likelihood of a household falling into poverty, but also lead to the intergenerational transmission of poverty due to a reduction in children's school attendance and its regressive impact on poorer households [Orbeta (2005) ]. Households headed by females are more likely to be chronically poor [John and Andrew (2003) ]; the majority of these women are serially dispossessed (divorced or widowed), which may therefore promote intergenerational poverty [Corta and Magongo (2011) ]. Patriarchal in heritance systems also put females at a disadvantage [Miller, et al. (2011)] .
A number of studies show that increases in human capital reduce the likelihood of being chronically poor or transitory poor. Evidence from the literature arises in the context of the household head's level of education [Wlodzimierz (1999) ; Arif, et al. (2011) ] and children's education in overcoming persistent poverty [Davis (2011) ]. Formal education alone does not matter; innate disadvantages and lack of skills are also significantly associated with chronic poverty [Grootaert, et al. (1997) ]. Inadequate dietary intake also triggers loss of body weight and inhibits physical growth, especially among children [Hossain and Bayes (2010) ]. Households with permanently disabled persons are more likely to face persistent poverty [Krishna (2011) ].
Both chronic and transient poverty are closely associated with the tangible and less-tangible composition of a household's assets (Davis, 2011) . These can be viewed in terms of land ownership [Jalan and Ravallion (2000) ; Arif, et al. (2011) ], livestock ownership [Davis (2011) ], possession of liquid assets [Wlodzimierz (1999) ], remittances [Arif, et al. (2011) ] and access to water, sanitation, electricity, and the ability to effectively invest in land [Cooper (2010) ]. Mobility of land ownership is highly linked with transient poverty [Hossain and Bayes (2010) ]; the amount of inherited land from parents is a significant predictor of remaining non-poor [Davis (2011)] . Location also plays a vital role in the opportunities available to households. Those living in remote areas with less infrastructure and other basic facilities are more likely to be chronically and transitory poor [Deshingkar (2010) ; Arif, et al. (2011) ]. Assetless households are more likely to fall into poverty if the economy is not doing well and/or the distribution of assets is highly unequal [Hossain and Bayes (2010) ]. Land distribution in Pakistan is highly skewed, even more so than income [Hirashima (2009) ]-about 63 percent of rural households are landless while only 2 percent own 50 acres or more, accounting for 30 percent of the total land [World Bank (2007) 
Households face a variety of risks and shocks, e.g., macroeconomic shocks, inflation, natural disasters, health hazards, personal insecurity, and socially compulsive expenses such as dowries. Customary and ceremonial expenditure on marriages and funerals can sometimes push households into long-term poverty [Krishna (2011) ]. Using a six-wave dataset from rural China, Jalan and Ravallion (2001) find a significant fall in household consumption followed by a shock; the higher the severity of the shock, the longer it takes to recover from it. In agricultural regions, loss of land, floods, and lack of irrigation systemscan also push households into poverty [Sen (2003) ]. Based on alife history analysis in rural Bangladesh, Davis (2011) finds that a variety of shocks at various points in life determine the pattern of transient poverty and the intergenerational transmission of poverty.
DATA SOURCES, ANALYTICAL FRAMEWORK, AND SAMPLE CHARACTERISTICS
In a longitudinal or panel survey, the same households (or individuals) are interviewed during different rounds or waves. This study uses three waves of a panel dataset. The first round, the Pakistan Rural Household Survey (PRHS),was carried out in 2001 in rural areas of 16 districts selected from all four provinces: Attock, Faisalabad, Hafizabad, Vehari, Muzaffargarh, and Bahawalpur in Punjab; Badin, Mirpur Khas, Nawabshah, and Larkana in Sindh; Dir, Mardan, and Lakki Marwat in Khyber Pakhtunkhwa(KP); and Loralai, Khuzdar, and Gwadar in Balochistan. The second round of the PRHS was carried out in 2004,but was restricted to ten districts in Punjab and Sindh. As a result of security concerns, the panel districts in KP and Balochistan were excluded from the second round. The third round, which was conducted in 2010, covered all 16 original panel districts. An urban sample was also added to the third round, and it was renamed the Pakistan Panel Household Survey (PPHS).The sample may, however, have over represented the poorer regions. For example, in Punjab, the sample includes six districts, three of which are located in southern Punjab, the province's poorest region. In Sindh, the more urbanised districts-where poverty is likely to be low, such as Karachi and Hyderabad-are not included in the sample.
The second and third rounds of the panel survey include interviews with split households. A split household is a new household where at least one member of an original panel household has moved out permanently, for instance to live separately with his/her family or due to the marriage of a female member.
Only households that had split within a sampled village were interviewed, i.e., the survey did not follow the movement of panel households or their members out of a sampled village because of the high costs involved. The size of the sample for each round is shown in Four features of the three rounds of the panel data are noteworthy. First, urban households, which were included in the third round held in 2010, are not panel households. We thus exclude them from our analysis. The urban sample is, however, used for the cross-sectional poverty estimation. Second, split households are not strictly panel households, particularly those where a female has moved out due to marriage. Matching split households with their original panel households is not straightforward. Thus, we also exclude split households from the analysis. Third, only rural sampled households in Punjab and Sindh are covered in all three rounds, so our analysis of the three-wave data is restricted to these two provinces. Fourth, for the analysis of all rural areas covering the four provinces, panel data is available for the 2001 and 2010 rounds.
A major concern is sample attrition. Table 2 presents attrition rates for the different rounds. Between 2001 and 2010, the rate was around 20 percent while that for 2004-10 was as high as 25 percent. The attrition rate in Balochistan is higher than that for other provinces. A legitimate concern in panel datasets involves the level of sample attrition and the degree to which attrition is non-random. A skewed exit from the panel household might generate a non-representative sample, which could lead to biased estimates. For the three waves of the panel dataset, an analysis of the sample attrition rates was found to be random because it did not show significant differences between the attritors and non-attritors for a set of interested indicators, particularly consumption and poverty [Nayab and Arif (2012) ]. Thus, the attrition in the panel data is not a pervasive problem when obtaining consistent estimates. We use all three rounds of the panel survey as cross-sectional and longitudinal data sets. We include all the sampled households in the crosssectional analysis, but only panel households in the poverty dynamics analysis. As noted earlier, split households are excluded in the latter, although, ideally, for comparison purposes, they should be merged with those households from which they were separated (merging a household from which a woman has moved out after her marriage is not, however, straightforward).
The The household is the unit of analysis used, but the data is weighted by household size for poverty estimation. We use the 'spell approach' to measure the dynamics of poverty with a two-step analysis. In the first step,we examine the change in poverty status over2001 and 2004,2004 and 2010,and 2001 and 2010 . The four categories of change in poverty status between any two periods are: (i) never poor, (ii) poor in two periods, (iii) moved out of poverty, and (iv) moved into poverty. In the second step, all three waves of the panel dataset are used to explore poverty dynamics and four categories are recorded:(i) poor in all three periods (chronic), (ii) poor in two periods, (iii) poor in one period, and (iv) never poor. The determinants of poverty are examined in using multivariate analyses. The following three equations are estimated:
In Equations 1 and 2, the dependent variables PD 01-10 I and PD 04-10i represent the change in poverty status between two rounds (2001 and 2010,2004 and 2010) with the four categories mentioned. Equation 3 includes all three waves of the panel (2001, 2004, and 2010) , where the dependent variable has three outcomes: (i) poor in three periods (chronic poor), (ii) poor in at least one period (transitory poor), 44 and (iii) never poor. On the right-hand side of equations 1-3, we incorporate individual, household, and community characteristics. Vector I i measures the characteristics of the household head (gender, age, education), vector Hd i measures household characteristics (household size, dependency ratio, household structure, agriculture, and livestock ownership), and Rg i measures the province of residence. In Equation 2, we add a shock variable to examine the impact of natural, inflationary, and business shocks on poverty and poverty dynamics. Equations 1 to 3 provide a dynamic analysis of poverty where the dependent variable has more than two outcomes; we therefore apply multinomial logistic regression. Table 3 presents data on selected socioeconomic variables, as reported in the three waves of the panel survey. According to the PPHS2010 (third wave), the average household size was 7.6 members-7.8 in rural areas and 7.1 in urban areas. Between 2001 and 2010, the average household size in rural areas declined marginally. Although the overall proportion of femaleheaded households is low (4.8 percent), it doubled between 2004 and 2010amongboth cross-sectional and panel households. This could be attributed to male out-migration or the death of male household heads, which would have transfer red headship to their widows. The mean age of household heads has increased marginally overtime. More than 80 percent of rural households are headed by illiterates or persons with upto primary education (Table 3) . Only 4 percent of rural households are headed by persons with more than 10 years' education.
Data on landownership shows a decline in medium landholdings (3-10 acres), with an increase in small landholdings (≤3 acres) among panel households. The distribution of inherited land could be a major contributing factor in this decline. More than two thirds of the sampled households own livestock; a modest decrease in the ownership of large animals is observed, while in the case of small animals, ownership increased between 2001 and 2004 period but declined to the 2001 level in 2010. Ownership of housing is universal, and there is a marked change from kaccha (mud) houses to pucca (cement/brick) houses. However, the mean number of persons per room remained around fourwith no considerable change over time (Table 3 ). There is no major difference between rural and urban areas in the average number of persons per room. Table 4 presents data on the cross-sectional incidence of poverty for all three rounds of the panel survey. It also reports the incidence of poverty separately for Punjab and Sindh, where all the rounds of the survey were carried out. Overall, poverty in 2010 is estimated at 20.7 percent-22.4 percent in rural areas and 16.6 percent in urban areas. Estimates for rural Punjab and Sindh show that poverty decreased from 31.3 percent in 2001 to 24.1 percent in 2004, but increased to 27 percent in 2010. When we take into account the data for all the provinces, which is available for 2001 and 2010, Table 4 shows a decline in poverty by 5 percentage points from 27.5 percent in 2001 to 22.4 percent in 2010.The key message of the cross-sectional analysis is that, as in the past, poverty has fluctuated in the last decade. However, when poverty at present (in 2010) is compared with 2001, the data indicates a modest overall decline. This suggests that the benefits of economic growth during the first half of the last decade (in terms of poverty reduction) largely disappeared during the second half. Table 5 The other key implication of panel B in Table 5 is that the changes in poverty status in Punjab and Sindh are dissimilar, and that, even within Punjab, the situation in southern Punjab is markedly different from other parts of the province. In northern and central Punjab, Although it is difficult to explain these regional differences in poverty, a number of studies point to poor physical and soft infrastructure [Arif, et al. (2011) ], less diversified resources with highly unequal land distribution [Malik (2005) ], poor market integration, low urbanisation and poor industrialisation, and fewer remittances in southern Punjab and Sindh as the key differentiating factors compared to northern and central Punjab.
POVERTY TRENDS: A CROSS-SECTIONAL ANALYSIS
RURAL POVERTY DYNAMICS
As noted earlier, only two-wave data (2001 and 2010) is available for all the provinces, whereas three-wave data exists for Punjab and Sindh. Our analysis of rural poverty dynamics is carried out in three steps. In the first step, we examine the movement into or out of poverty by the number of waves, two or three. In the second step, we carry out a bivariate analysis of poverty dynamics in the context of different socio-demographic characteristics, followed by a multivariate analysis in the third step. This section covers the analysis based on the first two steps, while the next section covers the third step. Table 6 Poverty estimates based on three waves of data are presented in Table 7 , which shows different dynamics from the two-wave data. The first and most important piece of information is that, during the first decade, more than half the rural population (51percent) in the two largest provinces, Punjab and Sindh, remained poor in at least one period. Within this group, the major share is categorised as one-period poor (31percent), although a considerable proportion, around 17 percent, was poor in two periods. The chronic poor, i.e., those who remained poor in all three waves, account for only 4 percent, which is less than half the population that remained poor in two waves. The three-wave data is spread over 10 years-2001 to 2010. So, during this decade, only a small proportion of households remained continuously poor. These findings are supported by earlier studies that show that an increase in the number of waves of a survey panel leads to a reduction in chronic poverty and a rise in transient poverty (see Appendix Table 1 ). Table 7 Poverty Dynamics by Region (Rural) Using Three Waves (2001, 2004, and 2010) 
Source: Authors' estimates based on micro-data from PRHS2001, PRHS2004, and PPHS 2010.
Some interesting regional differences in poverty dynamics emerge from Table 7 . Chronic poverty (being poor in all three waves) is almost non-existent in northern/central Punjab-only 1percent. Movement into and out of poverty is also relatively low in this region since three quarters of the population falls in the 'never-poor' category. However, the situation in southern Punjab and Sindh is quite different and alarming, especially in rural Sindh where about two thirds of the population has lived below the poverty line for one or more periods and only one third falls in the 'never poor' category. This suggests that rural poverty is more persistent in Sindh and southern Punjab than in northern/central Punjab. Four broad conclusions can be drawn from the three-wave data analysis:
(1) When we consider a longer period, e.g., the last 10 years, the proportion of the population that ever lived below the poverty line during this period is much larger (51percent) than that yielded by crosssectional survey datasets.
(2) Moving into and out of poverty is a common phenomenon in rural Pakistan, and directly depresses the desired status of 'never poor'.
(3) The good news is that only a small proportion of the population has continuously lived in a state of poverty for 10 years, suggesting that, when a household experiences a decline in wellbeing, it has certain coping mechanisms with which to improve its living standards.
(4) Rural poverty appears to be more persistent in Sindh and southern Punjab, particularly the former, than in northern/central Punjab.
Who are the chronic or transitory poor (those who move into or out of poverty)? Table 8 presents demographic and other characteristics of households stratified by the number of times they have been poor. The persistence of poverty-in terms of the higher incidence of chronic poverty and lower chances of staying 'never poor' and moving into or out of poverty-is more common among households headed by less educated persons and owning no land or livestock, suggesting that rural poverty in Pakistan is structural. As in other parts of the world and consistent with earlier studies, family size and dependency ratios are linked to poverty dynamics. Larger families and higher dependency ratios are associated positively with chronic poverty and negatively with the desired state of 'never-poor'. Movement into and out of poverty is also more common among larger households with higher dependency ratios than with smaller households (Table 8 ). More female-headed households are chronically poor than male-headed households, although the proportion of female-headed households who did not experience poverty in the last 10 years (never poor) is much larger (67 percent) than the corresponding proportion of male-headed households (48 percent). It is thus difficult to jump to the conclusion that female-headed households are necessarily worse off than male-headed households. Source: Authors' estimates based on micro-data from PRHS2001, PRHS2004, and PPHS2010.
DETERMINANTS OF RURAL POVERTY DYNAMICS
We examine the determinants of rural poverty dynamics separately for two-wave and three-wave data, but apply the multinomial log it technique to both, given that there are more than two categories of dependent variable in both cases. As reported earlier, the change in poverty status based on the two-wave panel dataset is recorded in four categories: (i) poor in two periods, (ii) moved out of poverty, (iii) moved into poverty, and (iv) never poor. In the analysis of three waves, poverty dynamics are given in three categories: (i) poor in three periods (chronic), (ii) poor in one or two periods, and (iii) never poor. The 'never poor' category is used as the reference category. For the two-wave data, we carry out a separate multivariate analysis for 2001-10 and 2004-10 . In the former, as noted earlier, overall poverty declined, while in the latter, it increased. Despite this major difference in overall poverty trends, the share of chronic poverty remained unchanged (around 9 percent) in both periods. In the analysis of three-wave data, we use all three rounds (2001, 2004, and 2010) of the panel survey.
Following the poverty dynamics literature on multinomial logit models, we regress the correlates of a base year on the poverty dynamics with four sets of independent variables. The first set includes the characteristics of household heads (age, age-squared, sex, and education). Demographic and health factors constitute the second set, while households' economic status (land and livestock ownership, housing unit structure, and room availability)form the third set of independent variables. Regional and provincial dummies are used as the fourth set. Not all these correlates are available for all three rounds, so there are minor variations in independent variables across the models. Differences in selected independent variables between two periods are also incorporated in different models, i.e., in household size, dependency ratio, education of household head, and ownership of land and livestock. Based on the PPHS 2010 dataset, we include a shock variable for the 2004-10 analysis to cover the last five years.
An Analysis of the Two-Wave Data
Using the two-wave data, we estimate four multinomial logit models, the results of which are presented in Tables 9-10. In Model 1, whichcovers2001-10, the household head's sex shows no significant association with poverty dynamics. The household head's age is, however, negatively associated with movements into poverty, while age-squared is positively associated with poverty dynamics. This suggests that an increase in the household head's age initially empowers the household through increased economic activity, keeping it from falling into poverty, but that in old age, this effect is weakened, raising the probability of the household falling into poverty. The education of the household head has a significant and negative association with all three poverty states, suggesting, on one hand, that households headed by literate persons are less likely to be chronically poor or to fall into poverty. On the other hand, they are also less likely to escape poverty. It is not easy to explain this phenomenon since education is considered an important factor in helping individuals and households move out of poverty. A possible explanation is that, since the reference category is 'non-poor', the sampled households headed by educated persons are relatively likely to stay non-poor. It also indicates that education is not sufficient to make the transition from poor to non-poor.
Two household-level demographic variables-family size and dependency ratio-have a positive and statistically significant association with chronic poverty and the probability of falling into poverty. In terms of movements out of poverty, the dependency ratio is insignificant, but household size has a positive and significant sign, suggesting that it helps households make the transition out of poverty. It seems that household size helps this transition, probably when the dependency ratio is low with the addition of an adult working member. Thus, the target could be to lower the dependency ratio primarily through a decline in fertility, which is still high in Pakistan, particularly in rural areas.
The household-level economic variables (ownership of land and livestock, housing structure (pucca), and availability of rooms) have a significant and negative association with both chronic poverty and falling into poverty. However, they also have a significant and negative association with movements out of poverty. This association is also difficult to account for, although a possible explanation is that households in a better economic position in terms of land, livestock, and housing are less likely to remain poor for long or to fall into poverty than stay non-poor. In other words, they were relatively likely to be non-poor between the given two rounds (2001-10).
The regional dummies have some interesting features. During 2001-10, the population of southern Punjab was more likely than that of northern/central Punjab to be chronically poor or to fall into poverty. The dummies for Sindh and Balochistan are similar to southern Punjab except that they also have a significant and positive association with making a transition out of poverty. KP's population was less likely than that of northern/central Punjab to be in chronic poverty or to make a transition into or out of poverty (Table 9 ).This supports the bivariate analysis, which showed larger poverty movements in southern Punjab and Sindh than in northern/central Punjab. It also underscores the vulnerable situation in Balochistan.
In Model 2, we add differences to the values of five correlates (household size, dependency ratio, education, landholdings, and number of animals) between the 2001 and 2010 period. There is no major change in results when compared to Model 1, except that the sex of the household head, which was insignificant in Model 1, becomes significant in Model 2. The reverse is the case for the age (age-squared) of the household head. Male-headed households are less likely than female-headed households to be in chronic poverty or to move out of poverty. However, all the new variables-difference in two periods-show a significant and expected relationship with poverty dynamics. The difference in household size, for example, has a positive relationship with chronic poverty or falling into poverty. Its relationship with moving out of poverty is not significant. The same is the case for the dependency ratio.
The difference in landholdings and education has a negative and significant association with moving into poverty. The difference in livestock ownership also shows a negative association with chronic poverty as well as with falling into poverty (Table 9 ). This suggests that not only are households' initial socio-demographic conditions correlated with poverty dynamics, changes in these conditions overtime impact movements in poverty as well. Thus, our key finding is that a positive change in households' socio-demographic and economic conditions can lead to some positive outcomes in terms of improving their wellbeing. These findings are, to some extent, consistent with Davis (2011) who shows that tangible assets (land and livestock) are important protective assets compared to less tangible assets (education and social networks).Our analysis, however, shows the importance of both types of assets for poverty reduction. Table 10 presents the multinomial logit results for the rural poverty dynamics for [2004] [2005] [2006] [2007] [2008] [2009] [2010] . It is worth repeating that the 2004 round of the PRHS covered Punjab and Sindh, so Models 3 and 4 are limited to rural areas in these two provinces. The findings of these models are not very different from those of Models 1 and 2, with some exceptions. The sex of the household head, which was insignificant earlier, is now significant: male-headed households were less likely than female-headed households to be chronically poor. The new variable 'loan obtained last year' has a negatively significant association with moving out of poverty. Thus, borrowing did not help households escape poverty between 2004 and 2010. Based on household perception data, natural shocks were likely to have pushed them into poverty. Similarly, households who had faced an inflationary shock in the last five years were more likely than households who had not faced it to be chronically poor or to fall into poverty. These results are consistent with earlier studies. Table 11presents the multinomial logit results based on the three-wave panel data, where the dependent variable has three categories: (i) chronically poor (poor in three periods), (ii) poor in one or two periods, and (iii) never poor. The latter is used as the reference category. The correlates are from the 2001 round of the PRHS, and the difference in selected variables between the 2001 and 2010 periods is also included in the analysis. The findings are more consistent than the analysis based on the two-wave data. For example, the household head's level of education has a significant and negative relationship with chronic poverty or being poor in one or two rounds (Model 5). So, in the long run, say a decade, education is a very strong factor in keeping households in the desired status of 'never poor'. Household size and dependency ratios have a positive association with chronic poverty as well as with being poor in one or two periods. All economic variables, such as ownership of land and livestock, structure of housing units (pucca) and availability of rooms, have a significant and negative association with chronic poverty or being poor in one or two periods. In terms of regions, both rural Sindh and southern Punjab are more likely than northern or central Punjab to be in chronic poverty or to be poor for one or two periods. The entry of five variables showing a difference between 2001 and 2010 does not affect the overall results (Model 6). These variables also have a significant association with the poverty dynamics: an increase in household size or dependency ratio worsens household wellbeing while a positive change in household assets (land and livestock) improves it. Source: Authors' estimates based on micro-data from PRHS2001, PRHS2004, and PPHS2010. Note: *denotes significance at 5 percent, **denotes significance at 10 percent. Our investigation of rural poverty dynamics through the two-and threewave data suggests that the latter gives a more consistent explanation of the change in poverty status over time than the former. It is particularly difficult, using two-wave data, to assess which factors contribute to transitions out of poverty. Another important message of this analysis is that, not only are a household's initial socio-demographic conditions crucial in explaining poverty dynamics, changes in demographic, economic, and human capital-related factors play a key role in changing household well-being.
An Analysis of the Three-Wave Data
CONCLUSIONS
This study has used the three rounds of the panel surveys conducted in 2001, 2004, and 2010 to examine poverty dynamics in rural Pakistan. These rounds have also been used as cross-sectional datasets to examine trends in rural poverty. We have estimated poverty using the official poverty line. Based on the spell approach, chronic and transient poverty was estimated separately for two and three waves of the panel data. For the two-wave analysis, panel households were grouped into four categories: (i) never poor, (ii) poor in two periods, (iii) moved out of poverty, and (iv) moved into poverty. For the three-wave analysis, the sampled households were grouped into (i) the chronic poor, (ii) poor in one or two periods, and (iii) never poor.
The data points to fluctuations in poverty-a decline in 2001-04 and a rise in 2004-10.Based on the two-wave panel, the analysis has revealed that around 9 percent of households remained poor in two periods. Poverty declined to only 4 percent when three-wave data was taken into account. Poverty movements based on three waves of the panel dataset show that more than half the rural population in Punjab and Sindh remained poor for at least one period:31 percent were categorised as one-period poor and around 17 percent were poor in two periods. In rural Sindh, about two thirds of the population experienced at least one episode of poverty in the last 10 years.
The findings of the multivariate analysis showed that demographic variables, household size, and dependency ratios have a significant positive association with chronic poverty and with the likelihood of falling into poverty. Economic variables such as the ownership of land and livestock, housing structure (pucca), and the availability of rooms have a significant and negative association with chronic poverty. Both inflationary and natural shocks are likely to keep households either in chronic poverty or to push them into a state of poverty. As expected, a change in demographic and economic factors at the household level affects poverty dynamics. The demographic burden increases the probability of falling into poverty while a positive change in economic status improves households' wellbeing.
The real challenge is sustaining poverty reduction. Policy interventions for the chronically poor may not be the same as for the transitory poor (those moving into or out of poverty). The former may need financial assistance in the short term to smooth their consumption such as the Benazir Income Support Programme or the distribution of zakat, but such programmes may not be sufficient to help them escape poverty. The latter could be targeted through interventions in the labour market to increase their employability and productivity. This can be done through a multi-sectoral approach that aims to: improve human capital and the employability of the working-age population; create assets for the poor, the provision of microfinance being one source; lower the dependency ratio by reducing fertility; and minimise the risks associated with shocks (inflation, flood, drought, etc.). Village-level infrastructure and rural-urban linkages have also been effective in influencing poverty dynamics in other developing countries. Northern Punjab in Pakistan is a successful case where better human capital, strong rural-urban linkages, and access to international labour markets have played a role in controlling rural poverty. Poor rural areas in the country should be targeted for specific intervention based on a multi-sectoral approach through the improvement of human capita land creation of assets, and by addressing demographic concerns and developing village-level infrastructure and rural-urban linkages.
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